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Consumer Protection Concerns Consumer Protection Concerns 
in Subprime Marketin Subprime Market

 Increase in supply of subprime mortgage Increase in supply of subprime mortgage 
creditcredit

 Slow down in growth or decline of housing Slow down in growth or decline of housing 
pricesprices

 Increase in delinquencies and foreclosuresIncrease in delinquencies and foreclosures
 Limited transparency in subprime marketLimited transparency in subprime market
 Pressure from CongressPressure from Congress











HOEPA CoverageHOEPA Coverage

Consumer credit transactions secured Consumer credit transactions secured 
by the consumerby the consumer’’s principal dwelling for s principal dwelling for 
which the APR on the loan exceeds the which the APR on the loan exceeds the 
yield on comparable Treasury securities yield on comparable Treasury securities 
by at least by at least 8%8% for 1for 1stst lien loans, or lien loans, or 
10%10% for subordinate lien loans. The for subordinate lien loans. The 
definition does not cover home definition does not cover home 
purchase loans.purchase loans.



New New ““HigherHigher--Priced MortgagesPriced Mortgages””

Consumer credit transactions secured by Consumer credit transactions secured by 
the consumerthe consumer’’s principal dwelling for s principal dwelling for 
which the APR on the loan exceeds the which the APR on the loan exceeds the 
average prime offer rates by at least average prime offer rates by at least 
1.5%1.5% for 1for 1stst lien loans, or lien loans, or 3.5%3.5% for for 
subordinate lien loans.  The definition subordinate lien loans.  The definition 
includes home purchase loans, includes home purchase loans, 
refinancings of loans, and home equity refinancings of loans, and home equity 
loans.loans.



Protections for HigherProtections for Higher--Priced Priced 
MortgagesMortgages

 Ability to repayAbility to repay
 Verification of income and assetsVerification of income and assets
 Prepayment penaltiesPrepayment penalties
 Escrow for taxes and insuranceEscrow for taxes and insurance



Protections for All Consumer Protections for All Consumer 
ClosedClosed--End MortgagesEnd Mortgages

 Coercion of appraisersCoercion of appraisers
 Loan servicingLoan servicing
 Early mortgage loan disclosuresEarly mortgage loan disclosures



Advertising ProvisionsAdvertising Provisions

 Advertisements for closedAdvertisements for closed--end creditend credit
 Use of term Use of term ““fixedfixed””
 Rate or payment comparisonsRate or payment comparisons
 Government loan programsGovernment loan programs
 Use of current mortgage lenderUse of current mortgage lender’’s names name
 Debt eliminationDebt elimination
 Use of term Use of term ““counselorcounselor””
 Foreign languageForeign language



Questions??Questions??


